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At the beginning of 21st century, a series of corporate scandals exposed, that 
caused countries to focus on the company's financial data quality, and strengthen 
regulation of the company's financial reporting. In 2007 we also promulgated the new 
accounting standards, which carried out further specification on the Company's 
accounting operations. Many accruals earnings management behavior under the old 
criteria has been limited, that force management turns to real activities earnings 
management. Compare to the accruals earnings management, real earnings 
management is more convert. A lot of previous researches show that real earnings 
management will bring company higher economic costs, and will reduce the 
long-term value for the company. But what kind of impact that will be caused for the 
future performance of the listed companies by real earnings management has not yet 
formed. 
Based on the previous studies of the three method about the real activities 
earnings manipulation – sales manipulation, expenditure manipulation and production 
manipulation, which will have impact on the company's future operating results, I 
made further studies on the impact of the long-term and short-term operating 
performance for the company by variety manipulations using at the same time. 
Meanwhile, in order to explore the reaction of investors who engage in the 
management of surplus real activities manipulation, I will also study the impact to the 
company's future stock market performance which is caused by these three 
manipulations and the whole real activities earnings manipulation, to compensate for 
the gaps in research in this area. In addition, as one manipulation method may often 
affect the measure of the other methods, for example, increasing the short-term sales 
will cause the opposite effect to the abnormal cash flow and the abnormal production 
costs, so that I will use the sum of sales manipulation and expenditure manipulation, 
















magnitude of the total real earnings manipulation, to correct the measuring errors in 
the previous research, which use the sum of the three manipulation methods as a 
comprehensive indicator to measure the total real activities earnings management.  
The results show that both using the single real activities earnings manipulation 
and using several real activities earnings manipulations(sales manipulation, 
expenditure manipulation and production manipulation) will have negative effect on 
the short-term and long-term operating performance and stock market returns (except 
the impact that is caused by sale manipulation on the long-term stock performance is 
not significant). The negative correlation between real activities earnings 
manipulation and the future stock market performance ( especially the short-term 
performance) of the listed companies indicates that the investors can quickly detect 
the real activities manipulation used by management, and make punishment. 
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